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FURTHER DISCUSSION OF MUNICIPAL OWNERSHIP 
OF WATER AND LIGHT PLANTS. 

By J. A. G. Shirk, A. M., M. S. 

rr^HIS paper embodies the results of the observations of the 
-^ author for four years, three of which were spent as a member 
of the water and light board of the city of Ottawa, Kan. In this 
particular city the results of municipal ownership have been quite 
satisfactory, as it has also been in a considerable number of other 
cities which have adopted this plan of securing the desired water 
and light service. In a few places, however, the plan has not been 
a success, and in some of these there has been a return to the pri- 
vately owned plants. The author of this paper has endeavored to 
ascertain in a number of cases what the causes of the failure of 
municipal ownership were, so as to be able to present both sides of 
the question. 

In any question of this kind it is almost impossible to secure 
unbiased information, as there are always staunch friends and also 
bitter enemies of any existing system. The aim has been to secure 
such information from reliable men outside the immediate group 
who were active in making changes or in maintaining present sys- 
tems of management. Information obtained from those in charge 
of the plants is generally in favor of the system then in use, as 
these men wish to make the business management appear suc- 
cessful. 

In the paper read last year before the Academy only the argu- 
ments in favor of municipal ownership were discussed. This time, 
however, both sides of the question will be given as impartially as 
possible. The reasons for and against are briefly given below, and 
then are considered more in detail. 

Reasons For Municipal Ownership. 

1. Better service at same rates, or at equitable rates. 

2. Better rates for same service. 
8. Ease of extending the service. 

4. Ease of changing the character of the service when occasion de- 
mands it. 

Reasons Against Municipal Ownership. 

1. Usually better superintendents and managers under private owner- 
ship. 

2. Usually better managing boards under private ownership. 

3. Hard to get additional capital for extensive improvements or repairs. 
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Now let us consider in detail the arguments for municipal 
ownership. The first two reasons are not distinctive arguments 
for municipal ownership, because privately owned companies may, 
and generally do, give as good service and at as reasonable rates as 
could be secured through municipal ownership. But in many 
cities it has been found impossible to secure the desired service or 
reasonable rates as long as the plants were privately owned, and 
consequently the municipalities have been forced to take charge 
of these utilities, In a few towns which derive their supply of 
water from small rivers, which are at times quite muddy, the men 
who owned the water plants were petitioned to substitute filtered 
or treated water for the regular river water, and they could not be 
induced to do so, even when a fair rate was offered for the service. 
Again, in other places there has been difficulty in securing the 
necessary water pressure to maintain satisfactory domestic service 
in the suburbs of the town. Also the paeseure was quite often in- 
adequate in time of fires. . Such things as these have driven many 
towns to municipal ownership, although the desired service could 
have been just as well rendered by the men who owned the plants 
had they been disposed to render the community good service at a 
reasonable rate. 

There are, however, a few good reasons for municipal ownership 
in any locality. The two most prominent are: the ease of extend- 
ing the service, and the ease of changing the character of the 
service. In many cities the business management of privately 
owned plants is not progressive, and often many citizens are forced 
to wait a long time before water or electric service is extended to 
their section of the town. Private corporations do not care to ex- 
tend the service until there is plenty of business in sight to pay 
dividends on the investment. A municipality may, on the other 
hand, look farther into the future and extend service to a certain 
part of the town because they believe it will develop in the future. 
This matter, however, would depend on the character of the men 
operating the plant, whether the plant be privately or municipally 
owned. In general, however, there seems to be a great desire on 
the part of the municipal plants to supply all the people who wish 
the service. 

In many cities the privately owned plants fully meet the needs 
of the people in this respect, and consequently there would need 
be no change as far as the character of the service is concerned. 

There is one strong reason for municipal ownership, however, 
which holds in almost every community, and that is the ease of 
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changing the character of the service. Under private ownership, 
vrhenever any change is desired the owners generally wish to make 
it appear that at the old rate they were just barely making interest 
on the investment, and consequently the rates must always be 
raised every time any changes are suggested which involve any 
outlay of money, hence there is generally a period of friction 
between the members of the city councils and the owners of the 
utilities. Under municipal ownership the people own the plants, 
and consequently there is not, or at least should not be, any clash- 
ing of interests, but the proposed change can be investigated as to 
its cost and desirability, and either adopted or rejected as seems 
best to the majority of those interested. 

Now let us consider the objections of municipal ownership. 
First, the superintendents and managers are generally better men 
under private ownership, since their tenure of office does not de- 
pend upon the outcome of political elections. Consequently better 
men can be secured for these positions when the tenure of office 
is more certain. Also, in private ownership the managers usually 
own stock in the plant, and this fact makes such officers take a 
more vital interest in the welfare of the plant. 

For the same reason the managing boards are better for a private 
plant than for a municipal one. In municipal ownership there is 
no direct investment in the plant, and the interest and attention of 
those who are in the responsible position of managers or directors 
is not so strong as when the investment feature is involved. 

The last reason against municipal ownership which will be con- 
sidered is that of securing additional capital for extensive im- 
provements or repairs. After the people have once voted an issue 
of bonds to build or buy a water or light plant, it is a very difficult 
thing to get their consent to an additional issue of bonds for the 
purposes mentioned. Consequently such improvements and re- 
pairs must be made out of the earnings of the plants, and as long 
as there are bonds outstanding it is impossible to lay by money for 
future use without incurring the censure of many of the citizens. 

They say it is not good business to have funds in the banks 
drawing only three per cent, while at the same time five per cent 
is being paid on bonds. In that one particular they are right, but 
they forget the impossibility of getting a new bond issue when the 
money is needed, even though much more in bonds has been paid. 
Small items of repairs or improvements can easily be allowed, but 
the author has not yet seen any town where the citizens have al- 
lowed a general overhauling of a plant. 
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Thus we see that the reasons for and against municipal owner- 
ship are quite evenly balanced, and any community will do well to 
investigate their present plans quite carefully before deciding on 
a change, and they should not assume that just because municipal 
ownership has been a success in some other town that it will be so 
in their own, or even that it would do as well as private ownership. 
The general observation is that the operation of privately owned 
plants is more economical, and the success of municipal owner- 
ship in any town will depend upon the character of the men who 
can be secured to operate the plants, and also upon whether poli- 
tics will likely enter too strongly into the selection of the man- 
agers and directors. 



